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D. SEOUL 1266 E. STATE 42089 

1. LAUAN LOG PRICES IN SOUTHEAST ASIA HAVE ESCALATED DRAMATICALLY 
SINCE JANUARY, PRIMARILY BECAUSE OF INTERNATIONAL MONETARY, 
INSTABILITY, DOLLAR DEVALUATION, YEN REVALUATION, HIGH DEMAND 
IN JAPAN AND THE U. S., AND SOME RESTRICTION OF SUPPLY BECAUSE 
OF RAIN. MARCH PRICE REPORTED ABOVE $100 PER CUBIC METER IN 
SOME CASES. REDUCTION OF YEN COST OF IMPORTED LOGS AND PLYWOOD 
APPARENTLY HAS INCREASED THE QUANTITY DEMANDED BY JAPANESE 
COMPANIES AT A TIME WHEN W ORLDLDEMAND ALREADY WAS VERY HIGH. 

LOG SUPPLIERS ALSO MAY BE ASKING HIGHER DOLLAR PRICES 
IN ANTICIPATION OF FURTHER YEN REVALUATION AND ARE REPORTED TO 
BE WITHHOLDING SUPPLIES IN SOME CASES. 

JAPANESE COMPANIES ARE REPUTED TO HAVE A LOG INVENTORY OF AT 
LEAST THREE MONTHS REQUIREMENT WHICH IS ABOUT THE MAXIMUM AMOUNT 
WHICH CAN BE HELD IN LOG PONDS WITHOUT RISK OF EXCESSIVE 
DETERIORIATION. 

UNCLASSIFIED 


UNCLASSIFIED 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


PAGE 02 SEOUL 01442 0911 10 Z 


2. EXCEPTIONALLY HIGH LOG PRICES ARE CONSIDERED TEMPORARY 
BUT MAY CONTINUE FOR TWO MONTHS OR MORE. TIMBER STANDS ARE 
REGARDED ADEQUATE TO MEET DEMAND IN THE LONG RUN BUT LOG 
SUPPLIERS MAY BE UNABLE TO MEET PEAK DEMAND IN THE SHORT RUN, 
PARTICULARLY IF SPECULATION BY EITHER BUYERS OR SELLERS IS 
INVOLVED. KOREAN PLYWOOD COMPANIES CURRENTLY HAVE AN AVERAGE 
OF ONE WEEK OF LOG INVENTORY WHICH IS LESS THAN NORMAL. 

ANY MAJOR INTERRUPTION OF LOG SUPPLY WOULD FORCE PLANTS TO 
CLOSE DOWN BUT THIS HAS NOT HAPPENED AND IS NOT EXPECTED. 

THREE MAJOR COMPANIES CARRY SOMEWHAT LARGER LOG INVENTORY 
THAN REMAINGING COMPANIES WHICH ARE MUCH SMALLER. 

HOWEVER, LOGS NORMALLY ARE CARRIED IN JAPANESE SHIPS WHICH 
ARE LIKELY TO GIVE PREFERENCE TO JAPANESE LOG SHIPMENTS. 

IN THE EVENT OF SCARCE SHIPPING CAPACITY AS DURING THE CURRENT 
PERIOD, KOREAN SHIPMENTS ARE LIKELY TO RECEIVE LOWER PRIORITY. 

3. NO DEFAULTS ON KOREAN COMPANY PLYWOOD CONTRACTS HAVE 
OCCURRED BUT PRICES OF FEBRUARY CONTRACTS FOR DELIVERY IN 
MARCH WERE RENEGOTIATED UPWARD TEN PERCENT. REPRESENTATIVES 
OF MAJOR U. S. IMPORTING COMPANIES, IN SEVERAL CASES, REPRESEN- 
TATIVES ARE COMPANY PRESIDENTS, ARE CURRENTLY IN SEOUL 
NEGOTIATING PRICES AND QUANTITY OF APRIL DELIVERIES. 

4. DEVALUATION OF WON ALONE WITH DOLLAR ALSO APPARENTLY HAS 
OPENED JAPANESE PLYWOOD MARKET TO KOREAN EXPORTERS IN SPITE 
OF THE 20 PERCENT JAPANESE IMPORT DUTY. KOREAN COMPANY SALES 
IN JAPAN DURING FEBRUARY HAVE BEEN ESTIMATED BY INDUSTRY 
OFFICIALS AT ABOVE THIRTY PERCENT OF PRODUCTION. PREVIOUS 
ANNUAL PERCENTAGES HAVE NEVER EXCEEDED TEN TO FIFTEEN PERCENT 
AND ONLY IN EXCEPTIONAL CIRCUMSTANCES. HIGH JAPANESE DEMAND 
FOR KOREAN PLYWOOD IS EXPECTED TO CONTINUE. 

5. JAPAN IS THE WORLD' S SECOND LARGEST CONSUMER OF PLYWOOD, 

EVEN EXCEEDING APPARENT CONSUMPTION IN THE NINE- NATION EEC. 

MOST OF THE LOGS FOR THIS CONSUMPTION ARE IMPORTED FROM SOUTH- 
EAST ASIA. LESS THAN FIVE PERCENT OF JAPANESE PRODUCTION IS 
EXPORTED. JAPANESE BUYERS THERFORE ARE MAJOR IF NOT 
DOMINANT INFLUENCE ON LOG MARKET. 
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